Dear Sir or Madam:

We have considered yous applicatio drﬁxecognition:of.exemption from
Federal income tux under the provisions of section 501(c) (4). of the
Internal. Revenue Tode of 1986 and itsvapplicable Income Tax
Regulstions. Baszd on the availablé“information, we have determined
that you do not qualify for the reasons set forth on Enclosure I.

Consideration was given to whethegﬁyégiqﬁéiif§ for exemption under
other subsections of section 501 (c) of ‘the Code. However, we have

i

concluded that y>u do not qualify”dndg;iadoﬁﬁgr’subsection.

As your organization has not established exemption from Federal income
tax, it will be necessafy_fo:'ydugft_fileﬁad annual income tax return
on Form 1041 if you are a Trust, ¢ﬁ’Fo:m?1120.if‘you are. a corporation
or an unincorporated association. . B ' ' '

If you are in agreement with :ur proposedfdénial,'pleasé siyl. and »
return one copy of the enclosed Form 6018, Consent to Proposed Adverse
Action. R -

You have the right to protest this proposed determination if yous:
believe it is incorrect. ' To protest, you should submit a writtén"
- appeal giving the¥facts, law and other information to support your
position as explained in the enclosed Publication 892, “Exempt
Organizations Appeal E:ocedure;-for1Unagreed_Issues.” The appeal must
be submitted within 30 days from the date of this letter and must be
signed by one of your prinCipal»officers;;.Yod %y request a hearing
with a meml.er of the office of the'Regional Director of Appeals when
you file your appeal. £ a hearing is requesteud, you will be
contacted to a:range a date for it.HEThe,hearing;may be .held at the
Regional Office or, if jou request, at any mutually ccavenient
District Office. If you are to be represcated by someone who is .
~one of your principal officers, he or shg,mustffile’a_ptqper power of
attorney and otherwise qualify,unaé;}pu;fcdnferenceﬁandfPractice
Requirements as set forth in'SectionyGOI,SQZ‘pflthg.Statement»of
Procedural Rules. See Treasury Department Circular No. 230.




1f we do not ‘hear .from:you
our final'determinationi

“Enclosures:
Enclosure I
Form 6018
Publication 892
Envelope




collecting incomeftﬁegéf”
thereof, leSslexpenees;

initial directors- as stated in you vArtlcle of Incorporat on.
Any vacancies occurring.due to death, re51gnation, removal from
the City, or otherwise, shall. b “fllled by the remalnlng
directors. Your application indicates that board members are.

paid at a rate of s- per meeting): and attend-meetlngs per

year. No indication is made that the r;ty or:
has any role or voice in-determining the
makeup of your board of alrectorsA'TIn correspondence to us in
response to our letter- you indicate that the
city has influemce in your ope:ations by allow1ng you to have a '
gamlng license; a llquor license,” and allowlng you to operate

Your activities began in lllllwlth the operation of your off site
liguor. sales. 1In -. you began on site llquor sales. You
indicate that your liquor sales’ ‘are’ conducted by paid employees,
and that liquor is priced: and sold 'so as to.generate a profit.
In @SR you indicate that’you boughtza‘buildlng to be used for
rental purposes. The building is. attached to your llquor store,
and is leased out to a local clothing. shop at going commercial
rates. In (@R you began gaming activities-with the sales of
pull-tabs. Pull-tabs are sold at your 1quor establlshment,.and
at three unrelated off site locations You also conduct® bingo in.
your own facilities once a week. Gamlng actzv;tzes are under the"
direction of your treasurer/gamlnnganager'- is: compensated
for his/her efforts, in co.:llance”w1th _ 8 gaming
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Yoﬁk}gkossupevenugﬁﬂhave
liquor»sales,_asﬁWe;L*as

- On page 3 of Form:.1024; %
indicate that you arc not
other organizations, and’'t
affiliated, or related to.

hat-you’ds
any otheriorgan

Your financial Statements, whick are
1024, show that over the past?fourifi
the periods from {§ ST :
list grosS'revenueSideriyédﬁf:pmhcar

i on page .5 of Form
Lars[?whichfipq ude

of just over O . You also
in investment income for“thisiperiod;
carrying out your exempt purposes:

_ .~ Your cdnt:ibutgdhgh, ospi / o 53:9“
charitable organizations during t eriod were © You-

show SENEMEE in depreciation and depletion ‘expenses. Though you
indicate that you have paid.emp;oyéES‘49¢u7ddjndt;listJany_
salaries or compensation expenses-'in support ' of ;lines ‘13 and 14
on page 5 of Form 1024. It is determined that these expenses
were included in your,expensés;attfib@ﬁébie*td‘ca:rying out your
exempt purposes.. - R e e o '

Section 501(c)i(4) of the Code provides: for.the. exemption from
Federal incomg tax of civic leagueS‘oqﬁq%ganizations_not T
ordanized for profit but operated exclusively for the promoti
of social welfare. T D e o

R

Section 1.501(c) (4)-1 of the Income Tax Regulations provides that
an organization is operated exclusively :for the' promotidn of
social welfare if it is primarily engaged in promoting in some

way the common good and general welfare of ithe:people of -the"

. community. An organization;lSAnq:ﬁopq;gtea[ptimé:ily for the
promotion of social welfare if its'primary activity:is
- carrying on'a business with the-general ‘asma
'?jsihilar;tcdorgani;atithatha;;ar "




Revenue Ruling 13- 164, 1973 1
commercial printing corpozation whos
the church, but which has noother. , _
Rev. Rul. 73-164 recognizes that th organization ‘is" organized ‘and

operated for charitable purposes by virtue:iofi the. fact that the:

beneficial use of its assets’ is’ effectiv ly dicated to exclUSively

charitable objects and thereby’ qualifies nder IRC 501(c)(3), in the

absence of IRC 502. However, because'its;income is required to be- . -
‘turned over to the church, the revenue T ling concludes that IRC 502 SR ..
precludes exemption. ‘

Revenue Ruling :68-46, 1968-1, C.B. 260 indicates ‘that a war veceraa"
organization does not qualify for exemption. from 'Federal income tax™
under section 501(c){4) of the Internal Revenue Code of 1954 where it
is primarily engaged in renting a commercial building and operatinq a
public banquet ard meeting hall haVing bat -and d’ning facilitieJ. The
organization is composed of war veterans’o 'the armea services of the
United States formed to conduct veterans ~programs and other 71
benevolent, welfare, patriotic, and cxvic activities;, The - organization
owns two buildings. One is an >ffi building rented to commercial:
tenants. The other contairs meeting roomSaand clubffacilities for the
organization. However, the larger part:o the,la*ter"b lding.is.
- comprised of a large hall ava"able oxrxr y.the: g b
By the use of movable: partiti 00 an’ b
simultaneously. Food and bar cater o]
ultramodern kitchens are
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